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WA ELECTRONIC FILING

Charles L.A. Terreni. Esquire
Chief ClerkAdministrator
Public Service Commission of South Carolina
101 Executive Center Dr. . Suite 100
Columbia. SC 29210

VIA U. S. &IAIL

K. Chad Burgess. Esquire
Senior Counsel
South Carolina Electric and Gas Company
1426 Main Street
PMC 1 i0
Columbia. South Carolina 29201

Re: Report of the South Carolina Oftice of Regulator( Staff's Examination of South
Carolina Electric and Gas Company's 5:Ionitoring Report under the Natural Gas
Rate Stabiliration Act for the Tvvclvc-Month Period Ending March 31, 2009

Docket No. 2009-6-G

Gentlemen:

lhe South Carolina Office of Regulatory Staff ( ORS'"1. in accordance with the Natural Gas
Rate Stabilization Act. S.C. Code Ann qc 58-5-400 et seq. tSupp. 2008), (-RSA' or the -Act ').
conducted an examination of South Carolina Electric and Gas Coinpany's (-SCEND. G" or thc
'Company! Monitoring Report for the tv, elve-month period cndcd March 31. 2009 The
ei(amination divas conducted for the purpose of determining the Compam's compliance ivith
Section 58-5-4~0 and Section 58-5-440 of the Act.



The Company reported in its rv1arch 31, 2009 Quarterly Monitoring Report an As Adjusted rate of
return and return on common equity of 6.05/o and 6.36%, respectively. The Company's
calculation of additional revenue required to restore return on common equity to the 10.25'!o level
authorized in its most recent rate case (Order No. 2005-619 issued in Docket No. 2005-113-G on
October 31, 2005) divas $13,355.010.

13ased upon its examination. ORS is proposing certain adjustments (see Schedule 2) to bring the

Company s Monitoring Report into conformance vvith Section 58-5-430 and Section 58-5-440 of
the Act. As a result of these accounting and pro f'orma adjustments, ORS calculated the
Company's rate of return and return on common equity as 6.10"!'o and 6.45o/o. respectively

'I herefore. in accordance «ith the guidelines ot thc Act, ORS agrees that the (:ompany is entitled
to an increase in rates sufficient to achieve a return on common equity equaling 10.25% as
authorized in Order No. 2006-553. Accordingly. based on ORS' examination of the Company's
tiling, ORS recommends that the Company's request be decreased $348.006 resulting in an
increase to revenues of $13,007,004. After thc proposed increase, the Company vvill have the

opportunity to earn a rate of return and return on common equity of 7.97', o and 10.25'. o.

respectively.

The follovving is a summary of the Dockets relative to the Company's most recent rate
adjustments:

Date of
Order

Docket
Number

Amount
Rc ucstcd

Amount
Granted

Approved
Return on
E uitv

11-30-1989
10-31-2005
09-27-2006
10-12-2007
10-14-2008

1989-245-G
2005-113-G
2006-157-G
2006-157-G
2006-157-G

$11,333,163
$28,482.731
$18.175.727

$6,.868,824
$4,735.547

$10.139.314
$22, 857,839
$17,437.394
$4.555.622
$3.721.724

12.75' o

10.25'/o

10.25'/o

10.25o/o

10 i5o/

I he tollovving is a description of Schedules prepared by ORS as a result oi' its examination ol the

Company 's filing:

Schedule I presents the Company's operating experience. rate base and rates of return for the year
ended inarch 31, 2009, and the accounting and pro forma adjustments «hich ORS has determined
are necessary to normalize the Company's operations both before and after the effect of the
requested increase. (utilizing the per book rate base ot $437.730,609 and income of $28.237 578, a
rate of return «as calculated on per book operations of 6.45"o «4th a corresponding return on
common equity of 7.17'/o. ORS accounting and Pro forma adjustments decreased Net Income lor
Return to $26,390.864 and decreased rate base to $432.670,638. A rate of return of 6.10'o and a
return on common equity of 6.45% «ere computed by ORS. After thc adjustments for the
proposed margin increase of $13.007,004, Net Income for Return increased to $34.483.891. The
rate of return on rate base computed by ORS after the adjustments for the proposed increase is
7.97 /o. I'he return on common equity is 10.25",/o.



Schcdulc 2 prcsinltS;»l «Splanatinn nf thc i&ccountillg r»ld pl'0 fnl'alii;ldfustmcnts off(S consiilcrs
&&«cess'1&iy lo& thc ( 0»lf)liny s l'Lpi)rt n) co»Ion&i vvlth Sect&0» nÃ-n-0 )0 (uld SLLtli)n n)(-6-Aq0 01

th» Act. I'Or «i)mpar;lt&vc purposes, ihc adjt&stments i)f hoth t)tc (. on&pliny llnd ()RS i»c fllcscllti'd

Schcdulc 3 presents tlic clilculati&&n i&f th«. ((C&gdltcd average cost nt c;t)t&t;&I t&s&xl bv thc C'ompany

»1 ca)ct&lilting its I'ct(1111 on coul»ion equity both bc)01'0 (tuel (iftcl' its pl'Opo. 'ic(1»l«I'c(LSL. I hi.' & atc
blise, as shi&ivn i&n Schedule 1. &s alii&catcd hct(veen long term debt. prctcnscd stnc)(;tnd common
equity;tccording to th«rcspcctixe ratios as comput«d L&s»&g tl&c (.'oinpany's capital structure (is &&t

M(irch 31, 2(309. I hi' i»1'&nu»t nf total inci)mc for &L'&Ll&n &I«cess&try tn cnvi'I';»1 cnlbc&ldcd cost rat«

of t»73"'o on long term d«ht ls computed to bc .",&12,0g1. I no I 1&L aniount of ti)tal i»ci&ii&L li)r rctui &i

»cccss(uy tn cnvL'I' i»l i.'lnb(. 'ddcd cost &al(L' 01 6..) 3'V&) nn pl'(.'I L'&Ted sn)ch is contpiltcd to bc Sin )6, '& 0)
I hc i «'»lit& ndcr of thc tot;tl ill«o&1&L' lot i'et»I I) 01 .I) I ),77 .769 ls &»cot»L' io co&»I»oil ci )L&ltl sLli.'ll

i'L'lnitlndL'I f)ln()LIL'L'd ll &crit&» nf 6.46 3) 0»' L'&)&n&»nil CLI&»ti bc)Ore th» reiliicsicif 1»L'IL'. :&si' I h«

Ov«l'&ill cost nf c(if l&t;.ll i&It«i' a«coin&1»&g (»ld 0&'0 loin)(i lid) List»&L'tits. bui p&'l&)t to thL' rcqttcste(l
incr«(isc. is () )0"'u. Such ovcl'tll ci)st Lquals tl&c r(tte i)f'return i&n rat(. base alii&ivn 0» Scliedul« I.

After thc pt'Oposcil »lct'0;lsc of' $13,007,004, &i&coin« availablc to con&&r&&&i& equity increases tn

.",i21.1(60,796 and return On common «quitv incn:;tscs tn 10 2s'."o. ()vcr(t)I cost of cap&tal as
detailed in Schedule 3 equals 7 97"

&) Such ox«l;tll cost i)f' c. tplt;tl cqu(tl» tl&e rlitg i&I return On

Sc.bed ulg 1.

Respectfully submitted by,

a.nd

Shannon Bother FIuds n, Esqt&irc
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Schedule 1

South Carolina Electric ik Gas Company
Operating Experience —Total Gas

For the Test Year Ended March 31, 2009

Descr)pbon

Per
Regulatory

Books

DRS
Accounbng
d Pro Forms As

Adjusted
Proposed
Increase

Total After
Proposed
Increase

5 5 N 105 01? 5 ?.183365:A: $ c28/883/r 1 3. ': 004 ltxb $54' 295351

O~er~abn Fx enses
D&Y Ex=ei ses Css' cf G s
DSII I xp:nc: c (i h:I
Ce: 8 Amo ' I p.nses
la cs Bit =i 'I an I- cn
Stale Il ui le I ax 's
I c mali. i cocle Ta. Es

388 598 380

?IJ?4??65
16/Uix3 CcB

I 311 316
8 995 \il ~

44 065 8:
3 3'14 3?
I I 4ceb 0'
11%.1?3) It!
:93 689 I:

388 5cS Saeo

Sl cai
.3 586 269
ii cner3

I x?C 893
n 085 508

fx53/J .V
64/ Oo- 0)

AJJ3 09?;P)

.l33 598 380
/I":5EN /6'I

/33 . . I
' 3/I 9th

12 388 i00

Total o cretin Ex enses 498 0/4?EN

28 030 .44

4 L06 90?

ll 823 537

502.081 I 0

?6?0. ?0

5 015 54.

. 991 45:

5IJ 098 . 1.

341 SIXC

csl rn l.u. '.".mnr D:.Pncilc

35" /il
c4

23.1'.': il: 333.I 22
149 405

'OE' 70 Oi 434 69?
149r

¹t Income for Return 2823/ 5/8 :i.84n. W; ?6 39r 864 8 993.02/ 34 483 8'9l

Rate Base
t;ro s Plant e Source
R ' "e II Der cal'ni

75 2?5 205 ((,560,6/5) (t(I f55 664,530
~299,560. i82)

/5'i, 664, '.l30
(?99x56~0/ 8?

¹I fount in .Er ce
elis. ":tloi -Ik Il Process

/. cents refer ' I" .. Ise
I nxlrcnr cc'cl Costs
i)PFBc
I? 9 Asset fcr Dnrc rJ I'i.P
Inlui =. ' Iacia les
biate ab 8 5 Fpkes
Iota:.';crt ng Cap!c
Pcpa I clc
ikc lag Ia bcuusb

us-. r-e- Dvpcclts

Total Rate Base

460, /95, 891
6 503 016

( i3,006,235)
4.453 806

(11.04/, 136)
788, I 38

Ii /4, 613)
45 /3??'l?

7 865 456
10.592 448

i 6.810.406)
i I 36"cotN I

43 f /30. 609

(4 692, 143)
(345 19i) (J)

(?S 139) IK)

5 MN II)

(5,059,9/I )

456 103 748
6 157 819

(/3 006 235)
4 453,805

(11.0i5?/5)
i S8, 138

(774 613)
45 i 3:&:l52

7 870 964
10 'l9? 448
f6 810 4(N)
i i 362 UUSi

43? 670 638

456, 103 /48
6.15/ 819

i73,006,?35)
4 453 806

ill 075?75)
iSS 138

t
' i4 613)

-1-",/32/it'i
68/0 964

10,592 448
l6 810 406)

, 36/ 008)

432,6 IU 638

Rate of Return 6 45'A

6 45"! 10 2cci



South Carolina Electric & Gas Company
Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended March 31, 2009

Schedule 2

~Di 11

(A) 0 eratin Revenues

Per
SCE&G

Per
ORS

1 To annualize revenues for lateral transfers from contract rates to published tanff rates

2 To adjust annualized approved revenue increase for 2008 RSA proceeding

3 To adjust revenues for Urquhart Laterals

Total 0 eratin Revenues

1,404, 490

452, 509

1,404, 490

452, 509

$2,183,365 $2,183,365

$326,366 $326,366

(B) 0 eratin and Maintenance Ex ense

4 To annualize wages and benefits

5 To remove 50% of employee & officer bonuses

6 Annualize other post employment benefits

7 To remove operating expenses related to employee clubs

8 To adjust for Customer Awareness Campaign expenses

9 To record adjustment for Pension and Health Care

10 To Annualize Insurance Expense

11 To Adjust MGP Legal Fees to the actual amount removed by the company in this review penod

12 To remove non-allowable expenses for ratemaking purposes

(1,01 0, 1 68)

45,569

(70,833)

261,865

(264,687)

(1,010,168)

45, 569

(70,833)

261,865

(264,687)

6,558 6, 558

855,852 855, 852

$598,896 $598,896

a. To remove Legal Fees associated with SCANA Propane from SCE&G Gas Operating and
Maintenance Expenses. These items were identified by the company as non-allowable

b. Other non-allowable items

(97,037)

~8281 958

Total 0 eratfn and Maintenance Ex ense $423,052 $44, 065

(C) De reciation and Amortization Ex ense

13

14

To remove depreciation expense related to employee clubs

To annualize depreciation

Total De reciation and Amortization Ex ense

$ (19,855) $ (19,855)

3,363,859 3,363,859

$3,344,004 $3,344, 004

(0) Taxes Other Than Income

15

16

17

18

19

To adjust taxes related to lateral Customer Revenue adjustment for tariff rates

To annualize payroll taxes for wages and benefits

To remove 50% of payroll taxes related to employee 8 officer bonuses

To annualize property tax expense

To adiust taxes for the annualized approved revenue increase from 2008 RSA proceeding

1,640 $

42, 568

(63,191)

1,674,595

7,059

1,640

42, 568

(63,191)

1 674, 595

7,059
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South Carolina Electric & Gas Company
Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended March 31, 2009

Schedule 2

~0i 11 Per
SCE&G

Per
0RS

20 To adiust taxes related to Urquhart lateral

Total Taxes Other Than Income

2,274 2, 274

$1,664 945 $1664,945

(E) State Income Taxes:

21 To adjust state income taxes (rate of 5%) to reflect the impact on income for adjustments to operating
revenues and expenses

Total State Income Taxes:

$ (155,434) $ (136,423)

$ (155,434) $ (136,423)

(F) Federallncome Taxes

22 To adlust federal income taxes (rate of 35%) to reflect the impact on income for adjustments to
operating revenues and expenses

Total Federal Income Taxes:

3 31 033 6343 $ ~909.6891

$ (1,033,634) $ (909,689)

(G) Customer Growth

23 To adlust customer growth for accounting and pro forma adjustments

Total Customer Growth

$ ~123.177

$ (23, 1~77

(H) Plant in Service

24 To remove employee clubs $ (533,584) $ (533,584)

25 To recognize property retirements (80,273) (80,273)

26 To decrease plant in service for property retirements ~946.8183 (946,818)

Total Plant in Service $ (1,560,675) $ (1,560,675)

Accumulated De reciation

27 To remove employee clubs $152,118 $152,118

28 To recognize property retirements 80,273 80,273

29 To annualize depreoation

Total Accumulated De reciation

(3,363 859) (3,363,859)

$ (3, 131 468) $ (3,131,468)

CWIP

30 To decrease CWIP for property additions closed to plant in service

Total CWIP

(345, 197) (345, 1 97)

$ (345, 197) $ (345, 197)

(K) Deferred Debits/Credits

31 To annualize other post employment benefits

Total Deferred Debits/Credits

$ (28, 139) $ (28, 139)

$ (28, 139) $ (28, 139)
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South Carolina Electric K Gas Company
Explanation of Accounting and Pro Forma Adfustments

For the Test Year Ended March 31, 2009

Schedule 2

IL) W~kC i I

Per
SCEItG

Per
ORS

32 To adjust cash working capital

Total Workin Ca ital

$52,882 $

$52,882 $

5,508

5,508

(M) O ratin Revenues for Pro sed Increase

33 To adjust revenues for the proposed increase $13,355,010 $13,007,004

Total for Pro sed Increase $13,355,010 $13,007,004

(N) Taxes Other Than Income

34 To adjust gross receipts tax for the proposed increase S 67.122 $65,373

Total Taxes Other Than Income $67.122 $65,373

(0) State Income Taxes for Profiosed Increase

To adlust state income taxes (rate of 5%) to reflect the impact on income for adjustments to operating
revenues and expenses related to the proposed mcrease $

Total State Taxes for Pro d Increase

664.394 $

664,394 $

647,082

647,082

(P) Federal Income Tax for Proposed Increase

36 To adjust federal income taxes (rate of 35%) to reflect the impact on income for adjustments to
operating revenues and expenses related to the proposed increase $4,418,176 $4,303,092

Total Federal Income Tax for Pro sed Increase $4,418,176 $4,303,092

(Q) Customer Growth

37 To adjust customer growth for adlustments to operating revenues and expenses related to the proposed
increase $

Total Customer Growth for Pro sed Increase

104,298 $

104,298 $

101.570

101,570
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South Carolina Electric & Gas Company
Weighted Cost of Capital

As of March 31, 2009

Schedule 3

Re ulato Per Books As Ad usted After Pro osed Increase

Canital
Structure Ratio

Rate
Base

Embedded Overall
Cost/Return Cost/Return

Income
For

Return
Rate
Base

Embedded
Cost/Return

Overall
Cost/Return

Income
For

Return
Rate
Base

Embedded
Cost/Return

Overall
Cost/Return

Income
For

Return

Long-Term Oebt $
Preferred Stock
Common Equity

2,871,488,400
11 3,758,800

2,907,296 192

48 73% $213,306,126
I 93% 8,448 201

49 34'/ 215,976,282

5 73%
6 43%
7 17%

2 79% $12,222,441 $
0 12% 543,219
3 54% 15 471,918

210,840,402
8 350,543

213 479,693

5 73%
6 43%
6 45'/I

2 79% $12 081,155 $210,840,402 5 73% 2 79% $12,081,155
0 1 2% 536,940 8,350,543 6 43% 0 12% 536,940
3 19% 13,77'2, 769 213,479 693 10.25% 5 06% 21 865 796

To to Is $ 5,892,543 392 100 00'/ $437,730,609 6 45% $28,237,578 $432 670,638 6 10'/ $26 390,864 $432,670,638 7 97% $34,483,891
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